This paper investigates the effect of the life cycle theory on explanation of dividend payout policy in Tehran Stock exchange listed companies over the period 2006-2011. For measuring the firm's life cycle, two criteria namely retained earnings to equity ratio and retained earnings to assets ratio have been used as proxies of firm's life cycle. The findings of this research show that only retained earnings to assets ratio has a meaningful and positive effect on dividend payout policy; In the companies that are growing, retained earnings to assets ratio is low; Whereas this ratio is high in the more mature companies and these firms have abundant retained earnings, hence they are good candidates to pay dividends. However, there was no meaningful relationship between another life cycle criteria namely retained earnings to equity ratio and dividend payout policy.
Introduction
Dividend plays essential role on many investment strategies among investors all over the world. Many investors are interested in income investments where firm pays relatively a good dividend per years. On the other hand, some other investors do not consider high dividend payment as a good signal since it shows a small growth rate. In other words, when a firm does not know what do to with profit, a simple way is to pay it back to shareholders and this happens when the firm is getting close to its life cycle. This is associated with life-cycle theory of dividends where the fraction of publicly traded industrial firms that pay dividends is high when the earnings are a big portion of total equity and falls to near zero when most equity is re-invested rather than earned. According to Black (1998) and Jensen (1986) , life-cycle influences on the incremental value-relevance of earnings and cash flow measures. DeAngelo et al. (2006) detected a highly significant relationship between the decision to pay dividends and the earned/contributed capital mix, controlling for profitability, growth, firm size, total equity, cash balances, and dividend history. In their regression models, the mix of earned/contributed capital had a quantitatively bigger influence than measures of profitability and growth opportunities. They showed that, if well-established firms had not paid dividends, their cash balances could be enormous and their long-term debt trivial, thus granting extreme discretion to managers of these mature firms.
According to Denis and Osobov (2008) , in the US, Canada, UK, Germany, France, and Japan, the propensity to pay dividends is larger among bigger, more profitable companies, and those for which retained earnings maintain a large fraction of total equity. According to Fama and French (2001) , the proportion of firms paying cash dividends falls from 66.5% in 1978 to 20.8% in 1999, Since there were different changes on characteristics of publicly traded companies. They demonstrated that regardless of their characteristics, firms have become less likely to pay dividends. Grullon et al. (2002) reported that business units that increase (decrease) dividends may experience a substantial decline (increase) in their systematic risk. They reported that dividend-increasing firms could not increase their capital expenditure and experienced a decline in profitability in the years after the dividend change. The positive market reaction to a dividend increase was associated with the subsequent decline in systematic risk. In the long run, the dividend increasing firms with the largest decline in systematic risk also experienced the largest increase in price over the next three years, implying that the market reaction to dividend changes could not incorporate the full extent of the decline in the expenses of capital associated with dividend changes.
Thanatawee (2011) examined dividend policy of Thai listed firms over the period [2002] [2003] [2004] [2005] [2006] [2007] [2008] and reported that larger and more profitable firms with higher free cash flows and had maintained earnings to equity were more likely to pay higher dividends. Besides, their evidence showed that firms with higher growth opportunities, proxied by market-to-book ratio, were more likely to pay lower dividend payout ratio but higher dividend yield. They provided support for the free cash flow and life-cycle hypotheses and found that financial leverage was positively associated with dividend payouts.
The proposed study
In this paper, we investigate the effect of the life cycle theory on explanation of dividend payout policy on 152 Tehran Stock Exchange listed companies over the period 2006-2011. For measuring the firm's life cycle, two criteria namely retained earnings to equity ratio and retained earnings to assets ratio have been used as proxies of firm's life cycle. The main hypothesis of this survey is as follows, Main hypothesis: There is a meaningful relationship between dividend payout policy and life-cycle criteria.
The main hypothesis of this survey consists of two sub-hypotheses as follows, 1. There is a meaningful relationship between the ratio of retained earnings to total equities and dividend payout policy.
2. There is a meaningful relationship between the ratio of retained earnings to total assets and dividend payout policy.
The proposed model of this survey uses the following regression model,
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where PAYOUT i,t is a dependent variable, which is dividend payout that is calculated by DPS to EPS ratio (as a proxy of dividend payout policy). RETE i,t is retained earnings to total equity ratio and RETA i,t is retained earnings to total assets ratio (as proxies of life cycle), ROA i,t represents return on assets ratio (as a proxy of profitability), SIZE i,t denotes the size of firm, which is calculated by taking the natural logarithm of sales. In addition, AGE i,t denotes the age of firm, which is calculated by taking the natural logarithm of age from establishment, GO i,t represents growth opportunity, LEV i,t shows financial leverage which is calculated by debt to assets ratio, CH i,t indicates the level of cash holding, which is calculated by cash and short term investment to assets ratio, and finally CONC i,t is associated with the level of ownership concentration. Table 1 shows some basic statistics associated with the sample data. One of the primary concerns on any regression analysis is that there should not be any strong correlation among independent variables. Table 2 shows details of correlation ratios among various independent variables by using all variables. The results of Table 2 do not show any strong correlations among independent variables. Therefore, we can do the regression analysis.
The results
In this section, we present details of regression analysis on Eq. (1) where the results are summarized in Table 3 . The results show that F-statistic is within an acceptable limit when the level of significance is five percent. In addition, Durbin-Watson ratio is within an acceptable value, which also specifies that there was no auto-correlation among residuals in regression model. Adjusted RSquare is about 0.32, which means the regression model is capable of predicting 32% of the changes on dependent variable. The coefficients of two independent variables, RETE and RETA, are associated with two hypotheses of this survey where the first one is statistically significant and the second one is not. This means that while there is no meaningful relationship between retained earnings to total equity and dividend payout, there is a meaningful relationship between the retained earnings to total assets and dividend payout. In other words, the first sub-hypothesis of this survey was not confirmed while the second sub-hypothesis of the survey has been confirmed. 
Conclusion
In this paper, we have presented an empirical investigation to find the relationship between dividend payout and retained earnings on 152 selected firms in Tehran Stock Exchange. The proposed study has implemented a regression analysis on data and the results of the survey have concluded that while there was some positive and meaningful relationship between retain earnings to total assets and dividend payout, there was not a meaningful relationship between dependent variable and other independent variables such as age, firm size, etc. This means managers of these firms do not follow a unique policy for dividend payout. In fact, there are many evidences that firms' managements initially declare full distribution of profit but finally change their policy to minimum dividend payout.
